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, p.•• . ' Describe the office ar. d runctio:'1 or
one o f t he assis'Can t comrnissioner·s .
·.B.

, C. Under I,vhat circumstances is a w~i tten protest required i n order to
obtain a conferen ce?
2• . 20 POINTS

In connection wit h an inv estigat-ion
~
!las been brought in:
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agent

CD,,) Taxpayer refuses to comply wi th a SUlTh"l1ons in bad rai tr. a nd without
reason . Can the IRS compel taxpay er T s c omp .:i...ian ce? Is the taxp ayer subjec'C -co
any penalties? " vvhat are they?

(B)

May taxpayer quash t h e SUffiilons by a collateral action i n district

court?
(C) An accountant retain ed by taxpayerrs attorney has been summoned
to turn over certain work papers . \vhat can t h e accountant be compelled 'Co
disclose if a claim of privilege is made.

(D) Taxpayer feels t hat certain documents requested in the summons are
incriminating. May he be compelled to turn t hem over?
(E) Taxpayer has discovered that certain records held by his financial
advisor have been surrnnoned by the IRS and that the advisor, is about ' to comply .
Can taxpayer prevent this?
3.

25 POINTS

On March 29, 1969 federal tax assess ments were made a ga inst John Blackfor deficiencies on h is individual return for calendar year 1967. Demand
was made on April 5, 1969 but it went unheeded.
The assessment and demand was
for $50,0 00 . 00 .
~ ard

Taxpayel" T S ""lIe Nary op ened a sav ings account in a local savings and
loan association on January 16, 1969. The signature card and passbook a re in
the name of TTMary Blackguard as T-~ustee for J·o1''':''1 Blackguard . TT Deposits were
made as follows:
January 16, 1969 - The initial depo sit o f $500.00 was ma d e by Mary .
She deposited t wo checks drawn on a joint sav i ngs account held by her and her

husband at a local trust bank. The checks were made out to Mar y Blackg-ll.ard in
t he amount of $250.00 and to JOIm Blackg-ll.ard in t he a mount of $250. 00 . J'O~'1
had endors ed the check to Mary.
Mar ch 20, 1969 - Mary deposited a dividend check for $1,000.00. The
check was made out to Mary Blackguard and wa s drawn on t he Chesterfield Corp.
The dividend was on shares held by r.1ary in h er own name .
Apr il 3, 1969 - Mary deposited $1,000.00 in cash given her that same
day by her husband for t he ir 25th weddi ng a nni ver sary.
SeDtember 30 1 969 - Mary deposited $4,000 . 00 in dividend c hecks., The
checks l"'epresented dividends paid on stock held in t he n a me of :;John anc:. M<:-ry
Blackguard as joint tenants with r i ght of s urvi vor·ship and not as tenants In
common. H
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the names or both spouses , even if purchas ed with funds of one s p ous'e c"'eates
an estate by the entireties.
~
, lDG1Vl...l.

_.

Mary BlacKgoJ.ard con sults y ou and I",ants to know if the federal government has a tax lien on any of t h e mon ey a nd on \vhat theories if a lien does
attach. Advise her.
4. 15 POINTS
~

James, I nc . adopted a pIc.n of liquida.tion on January 30, 1969. The
plan provided--f0r the sale of inventory to Miles, Inc. for $100 , 000 . 00 and the
distribution of the proceeds o f t h e sale plus $300,000.00 to Davis, a director.
Davis was to payoff a $400,000.00 mortgage on James, Inc T s buildina to t he
Fourth Nat ional Bank, hol der of the mortgage. The building which w;;' s va_ued
at $800, 00 0. 0 0 was to be distributed to Goodluc k for his 80% stock interest in
james, Inc. The only other asset, securities, was to be distributed to Smith
for hi s 20 % interest. Th e fair market value of the securiti es was $200 000 .
No other liabilities existed.
'
The plan of liquidation was carried ou t on May . 30, 1969 and the above
values remained constant.
On September 30, 1969 the IRS assessed a deficiency against James, Inc.
for calendar year 1967. Since James, I n c. is no longer in existence t he IRS
is attempting to reach the assets of Miles, Davis, Fourth National Bank, Goodluck, and Smith. Th e deficiency was in the amount of $30 0 , 000 . 00 .

The par ties come to y ou for adv ice. Goodluck and Smith are particularly
concerned because the values of their assets have changed considerably. The
value of the building and securities are $100,000 . 00 and $500,000.00 res pect -

.
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Are any of the parties liable for the tax deficiency?
liable, determine the extent of his liability.
5.

If anyone is

20 POINTS

Sam filed his tax return for calendar years 1966, 1967 and 1968 on
February 2, 1967, April 10, 1968 and January 20 , 1969 respectively. He paid
the amount s due with the returns.
For all three years Sam reported, the gain
on the sale of realty as long term capital gain. He did this on the advice
of his accountant who relied on a revenue ruling published in 1966.
On Apr il 30 , 1970 Sam was audited .and a deficiency wa s r ecommended by
the revenue agent. The deficier:.cies amounted to $10,000 for each year and V.Jere
related to t he fact that Sam wa s deemed to be in the business of sellir:.g real
estate so that the gain should h a v e been reported as ordinary, gain.
Assume Sam is in t he business of selling real estate is he liable
for any of the deficiencies? If he is, determi n e hi s total liability. ,
6.

10 POINTS

Genovese a nd Zorba, partners i n a fishing boat each reported their s hare
of the partnership profits erroneously on their individual returns. On audit
the rev~nue agent~ recommended a $1, 000 . 00 deficiency against each partner'.

,

During the initial settlement procedure ' Zorba pa~d t he d:fi:ie~cy and
signed Form 870 but Genovese requested a~ a?~el~a~: ~on~ eren~e ~n s,--~a~._ A-c
, this conference Genovese relented and pald D1 S a erlClency ana slgneo rorm 870AD.
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